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UNITED ARAB EMIRATES - KEY ECONOMIC INDICATORS 
All Values in U.S. Dollars 


U.S. $1.00 = 3.86 dirhams (1978); 3.80 (1979); 3.70 (1980); 3.67 
(1981); 3.67 (1982); 3.671 (1983); 3.671 (1984) 


1978 
Income, Production, and 


Emp oyment 


GDP Current Prices 15,717 

Per Capital GDP Current Prices $16,839 

Crude Petroleum Production 667.8 
(millions of barrels) 

Labor Force (thousands) 494.0 

Population (thousands) 930 


Money and Prices 


Money Supply! 5,750 
Interest Rates (December) 
Average Lending 10.65% 
Average Time Deposit 8.00% 


Balance of Payments and Trade 


Exports 

Oil and Gas 8,776 13,867 20,073 

Non-Oil and Re-Exports 1,002 1,779 1,935 

Total 9,858 15,646 22,008 
Imports (CIF) 5,379 6,981 8,763 
Trade Balance 4,479 8,665 13,245 
UAE Exports to U.S. 1,863 2,024 1,707 
U.S. Share of UAE Exports 19% 13% 8% 
UAE Imports from U.S. 541 786.7 1,021 
U.S. Share of UAE Imports 10.1% 11.3% 11.8% 


Overall Domestic Liquidity December. Equals MS plus government 
deposits in local and foreign currency. 

Except where marked, figures are from UAE Central Bank, 
Ministry of Planning or Customs Department. * indicates 
estimates. 

Increased GDP largely reflects more domestic refining, higher 
output of Dubai Aluminum Company and increased use of Sharjah 
gas. 





UNITED ARAB EMIRATES - KEY ECONOMIC INDICATORS 
All Values in U.S. Dollars 


U.S. $1.00 = 3.86 dirhams (1978); 3.80 (1979); 3.70 (1980); 3.67 
(1981); 3.67 (1982); 3.671 (1983); 3.671 (1984) 


1981 1982 1983 1984 


Income, Production, and 
Employment 


GDP Current Prices 

Per Capital GDP Current Prices 

Crude Petroleum Production 
(millions of barrels) 

Labor Force (thousands) 

Population (thousands) 


32,497 
$26,378 
549.0 


580.4 
1,107 


30,963 
$25,885 
459.0 


596.2 
1,186 


27,900 28,200* 
$23,367 $24,000 
440.0 426.0 


580.0 
1,194 


567.0 
1,175 


Money and Prices 


Money Supply 
Interest Rates (December) 
Average Lending 


11,254 11,892 11,732 11,825 


12.14% 12.25% 12.43% 12.40% 
(June '84) 
9.49% 10.30% 


(June '84) 


Average Time Deposit 10.59% 9.49% 


Balance of Payments and Trade 


Exports 
Oil and Gas 
Non-Oil and Re-Exports 
Total 
Imports (CIF) 
Trade Balance 12,150 
UAE Exports to U.S. 1,344 
U.S. Share of UAE Exports 6% 
UAE Imports from U.S. 1,200 
U.S. Share of UAE Imports 12.3% 


19,509 
2,289 
21,798 
9,648 


15,968 
2,262 
18,230 
9,264 
8,966 7,071 
1,992 600 
11% 4% 
1,183 1,032 
12.8% 12.4% 


12,803 
2,588 
15,391 
8,320 


12,500 
1,831 
14,331 
7,029 
7,302 
920 
6.4% 
860 
12.2% 


Overall Domestic Liquidity December. Equals MS plus government 
deposits in local and foreign currency. 

Except where marked, figures are from UAE Central Bank, 
Ministry of Planning or Customs Department. * indicates 
estimates. 

Increased GDP largely reflects more domestic refining, higher 
output of Dubai Aluminum Company and increased use of Sharjah 
gas. 





SUMMARY 


The United Arab Emirates (UAE) economy is based on oil/gas 
revenues and their use in both further oil sector development and 
government domestic expenditure. UAE oil production averaged 
about 1.17 million barrels per day in 1984, only slightly down 
from the previous year. When natural gas export sales are 
factored in, revenues for 1984 were $12.5 billion, which is down 
from revenues of 1980 - 82, but close to the 1983 level. Weak 
markets and the Gulf war have resulted in continuing tension and 
uncertainty. Nevertheless, recently released comparative trade 
figures show a significant balance of trade surplus in 1984, when 
oil exports reached their lowest level reaffirming the basic 
strength of the economy. This is due to the strong purchasing 
power of the Dirham and lower expenditures due to completion of 
many infrastructure projects. 


While production of oil has been cut sharply in Abu Dhabi, in 
Dubai it is stable and in Ras al-Khaimah and Sharjah condensate 
exports are being pushed upward, although the latter two are 
still small producers. Sales of LNG and LPG are stable in Abu 
Dhabi and Dubai. Oil and gas development and/or exploration are 
being pushed steadily in all the emirates. 


Contraction of the economy continues in the two wealthiest 
emirates, Abu Dhabi and Dubai, but Sharjah starting from a low 
base, is experiencing mild expansion. In Abu Dhabi and Dubai, 
financial authorities have slowed growth by cutting expenditures 
which skyrocketed in tandem with income in 1979-1981. Government 
domestic expenditure, the driving force behind economic activity, 
has dropped sharply from its 1981 peak. A much delayed 1984 
federal budget set expenditure at 17.24 billion Dirhams and 
estimated revenues at about the 12.9 billion dirham level of 
1983. Actual expenditure was again below the allocation figure. 
Emirate Government expenditure provided little economic stimulus 
in Abu Dhabi and Dubai. Budgets for 1985 have not yet been 
published, but Abu Dhabi and Federal expenditures are continuing 
at or slightly below their previously low levels. 


Capital projects, federal and emirate, which were put in the deep 
freeze are only slowly starting to emerge. Even if decisions are 
made to go ahead, it is likely that implementation will proceed 
at a slow pace for the foreseeable future on projects such as 
ADNOC's proposed petroleum coke plant or Al Ain Airport. The 
exception is completion of road and municipal sewage projects, 
especially in Dubai. 


Pressures are still building on government to resume priming the 
economic pump. However, the economic contraction that began in 
1982 will continue into 1986 and beyond. This policy of 
contraction has stemmed not only from decreased revenue but from 
a desire to control growth, reduce the expatriate population, and 





assure long term benefits to nationals. In addition, the Gulf 
war still creates uncertainties for investment. Construction, 
trade, retailing and banking are in a period of consolidation. 
shakeout continues in the construction sector, and lack of new 
architectural consulting work bodes ill for the industry in the 
next several years. With a smaller economic pie, the number of 
competitors in all fields can be expected to decrease. Changes 
in the banking sector in 1985 were burdened by over-competition 
and lack of investment opportunity. Foreign banks have curtailed 
operations and concentrated on cutting expenses' while there have 
been a number of mergers of local banking institutions. 


The trend toward federal regulations which ensure profit for 
local businesses, by limiting foreign participation, will 
continue to strengthen. Population, which reached a high of 
about 1.2 million, is on the decrease. Many expatriates leaving 
are in the lower income classes, but there is also a trend toward 
hiring lower cost managers, often on bachelor status, to replace 
former highly paid executives. Smaller population means reduced 
retail trade, reduced rent income and reduced demand for 
services. The government has attempted to add to this rate of 
decrease through strict enforcement of immigration regulations. 
Positive steps by the Federal and Abu Dhabi Governments to cut 
work forces are still under study. Actions to slash expenses 
through reductions in force are continuing though only at a 
relaxed pace. Departing expatriates are often replaced by young 
UAE nationals offsetting some attempts to cut staff levels. 


Recovery will not begin before 1987. The return of higher levels 
of spending by Abu Dhabi and Dubai depends on high and stable 
prices for oil and gas plus improvements in Gulf security. None 
of these are now certain. Nor will existing or future surpluses 
necessarily be spent on renewed development on an extensive 
basis, i.e., for infrastructure or heavy industry. Intensive 
development, including light industry, will be favored instead. 


In any case, it is likely that the 1985-6 economy will continue 
to become smaller and different in nature from that of the boom 
years. 


The U.S. share of the UAE market, concentrated mostly in oilfield 
services, can be expected to remain steady. Emphasis will shift 
in the direction of operations/maintenance and services. 
Significant business opportunities still exist in the areas of 
oilfield services and supplies, water desalination and power 


generation, computers and data processing, manpower training and 
health care delivery. 


THE ECONOMIC SETTING 


The United Arab Emirates is a relative newcomer to the ranks of 
Gulf oil producers and to wealth. Oil was first exported from 
Abu Dhabi in 1962, and Dubai in 1969. The UAE had one of the 





world's fastest growing economies after the sharp rise in 
petroleum prices in 1973 as government sought to transform an 
impoverished desert country into a modern, developed state. 


To achieve its ends, the UAE had to import not ony materials and 
expertise but people. Foreigners now exceed natives in number by 
a ratio of approximately 5 to 1. 


Emphasis was on needed physical infrastructure: telecommunica- 
tions, roads, ports, electricity, water desalination, and city 
building. The first decade of development saw an unmitigated 
boom characterized by duplication of infrastructure projects. 
Four emirates, for example, have international airports and the 
country has five significant sea ports exclusive of oil shipping 
facilities. Businesses and banks operated without estab1ished 
legal structures or prior experience. 


Oil production peaked in 1976-7 because income met the country's 
needs and considerations of oil field life became paramount in 
Abu Dhabi. Natural gas liquids, first exported in 1979 yielded 
gross returns of $1.5 billion 3 years later. The sharp oil price 
rises of 1979 and 1980 resulted in quantum jumps in government 
spending and staffing as well as income. By 1982, the country's 
infrastructure was largely complete and the "reverse oil shock" 
already underway, and uncertainties of the Iran/Iragq conflict set 
the stage for the current act, on which the curtain has yet to 
fall - contraction of the economy. 


THE HYDROCARBONS SECTOR 


Proved oil reserves sufficient to last over 70 years at current 
production levels ensure the UAE long term rank as a major 
producer. Continued exploration using computer based seismic 
techniques is still adding substantial quantities to known 
reserves of both oil and gas. Published proved recoverable crude 
oil reserves are placed at 31.9 billion barrels. Of this figure, 
Abu Dhabi possesses about 29 billion; Dubai 2.5 billion; and 
Sharjah the remainder. Ras al-Khaimah's reserves to date have 
not added significantly to the above. A 1984 Central Bank report 
put current gas reserves at 1.52 biilion cubic meters. There 
have been large new discoveries since, with more expected. Abu 
Dhabi dominates here too, but other emirates have made sizable 
finds with good future prospects for more. 


Four emirates, Abu Dhabi, Dubai, Sharjah and Ras al-Kahimah are 
now Oil producers. Ras al-Khaimah increased production in 1985 
to about 13,000 bpd. Other production wells are now being 
drilled. When Abu Dhabi's new Upper Zakum field commenced 
production in the spring of 1983, market conditions kept its 
output 10w, at 30-40,000 bpd. In 1984, production touched the 
150,000 bpd level for short periods. Market forces have again 
taken control and the field is now providing 60-75,000 bpd, well 
under its capacity. Full development of the field's potential, 





which would bring estimated capacity to the 500,000 level, was 
planned for 1985/6. Market and technical considerations 
indicate, however, that development will not now be carried this 
far. Dubai added capacity in its new ARCO-run Margham field, 
which now produces 20-25,000 bpd. Sharjah now produces about 
60,000 bpd from Amoco's Sajaa field. Both of these yield gas and 
49-50° API condensate. 


It is important to note that crude oil production peaked in 
1976-77, when it reached the 2 million bpd level for the UAE - 
1.7 million for Abu Dhabi alone. Output then dropped because 
decision makers in Abu Dhabi, feeling that income was sufficient 
to meet development needs, put a premium on field life 
considerations and cut back voluntarily. The so-called "oil 
glut" of 1981-82 resulted in OPEC quotas caused further 
production cuts, all by Abu Dhabi, the main UAE participant in 
the field of international diplomacy. After lower levels early 
in 1983, Abu Dhabi production regained the mid-800,000 bpd level. 
Dubai accounts for its traditional 350,000 bpd and Sharjah for 
5-7,000 bpd from its waning Mubarak field (as well as 60,000 bpd 
of condensate). Total crude production, at present, ranges from 
1.1 to 1.2 million barrels per day. 


Export of natural gas to Japan, which is virtually the sole 
customer, began in 1979. The UAE now has three NGL facilities: 
the Abu Dhabi Gas Liquefaction Company (ADGAS), which sells LNG 
on 20-year contract to the Tokyo Electric Power Company; the Abu 
Dhabi Gas Industries Company (GASCO), and Dubai Gas Company 
(DUGAS). From 1983, low levels of crude production have lessened 
availability of associated gas to Abu Dhabi's plants. ADGAS 
manages to maintain production levels by utilizing non-associated 
gas from UWEINAT gas cap over the Umn Shaif field. Onshore, 
GASCO is operating at about 50 percent capacity, and on several 
occasions, has dropped below even this level. Achievement of 
independence of gas supply from crude production levels assumes 
high priority in official statements of Abu Dhabi's plans but 
development continues to be slow. Onshore, the Thamama C gas 
project began to produce by April 1984 and supply power/desal 
installations. Plans are going ahead on development of 
non-associated gas resources of the deep Khuff formation 
offshore. In the north, projects to utilize Sharjah's gas, which 
until now has been flared, are near completion. Gas is now being 
used in most northern emirate power stations and the rest are 
being converted. In 1984, about 240 million cubic meters of gas 
was utilized for power generation. This cut use of heavy fuel by 
45 percent and substitution is continuing. AMOCO and C. Itoh of 
Japan began to construct an LPG export plant in September of 
1984. The facility is to come on stream in 1986. Consideration 
is also being given to an ammonia/urea fertilizer plant and other 
projects to utilize Sharjah gas. In addition, Sharjah and Dubai 





have agreed that Sharjah's gas will be used to fuel the aluminum 
plant and power station in Jebel Ali. 


Despite the serious economic turndown, exploration continues at a 
high level, especially in the northern emirates. New finds in 
have-have not emirates, along with future development of the 
UAE's large gas reserves, will provide significant economic 
impetus in the future. 


THE BANKING SECTOR 


1984 was a poor year for banks in the United Arab Emirates, as 
can easily be seen in their published accounts. It was in the 
first half of 1985, however, that rumor turned to activity and 
long awaited shakeouts actually caused mergers/buy outs to occur. 
The first of these involved Dubai Bank controlled by the Galadari 
Brothers. When this institution got into serious troubles in 
connection with the A.R.E. Galadari business empire, the solution 
was a buy-out by Union Bank of the Middle East not controlled by 
Dubai's Government. In Abu Dhabi three institutions (Emirates 
Commercial Bank, Federal Commercial Bank, and Khalij Commercial 
Bank) merged to form Abu Dhabi Commercial Ban« which, nominally 
at least, is the best capitalized of the UAE's banks. It would 
seem that the possibility of a banking crisis has now receded 
with these steps by government to solve the worst banking 


problems. For other institutions also, provisions made decrease 
the risk. 


Since 1984 saw heavy writeoffs of loans, it is likely that 1985 
will be a more profitable year - on a relative basis. 


THE GOVERNMENT SECTOR 


While all oil revenues accruing directly to the government, 
federal and emirate outlays constitute a form of "reverse 
taxation" necessary to support economic activity. The budgets of 
the various governments - notably the federal budget, the Abu 
Dhabi budget, the Dubai budget - have been the principal engines 
of economic activity. These are now being used to slow growth. 


Government spending rapidly increased in tandem with revenues. 
Both peaked in 1980-81 and began to decline in 1982. Federal 
Outlays by 1983 were again at the 1980 level, while Abu Dhabi 
spending decreased to the levels of 1977/78. Two charts make 
this clear. 





1977 (actual) 

1978 F 

1979 

1980 

1981 

1982 

1983 (allocation) 
(actual) 

1984 (allocation) 

1985 (estimate) 


1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 (estimate) 


* exclusive cf contribution to Federal Budget 


Federal Budget 
(in millions of Dirhams) 


Revenue 
5,989.6 
6,987.1 
8,868.6 

17,640.2 

2346919387 

20 ,633.6 

12,900.0 


12,854.0 
12,800.0 


Abu Dhabi Government Budget * 


Revenue 
21,602.0 
19,992.3 
25,210.6 
39,981.2 
39,578.0 
29,298.0 
22,000.0 
20 ,500.0 
20,000.0 


Expenditures 
6,625.8 
7,056.9 
8,692.4 

15,380.7 
20 ,633.6 
19,743.1 
18,400.0 
16,220.0 
17,239.0 
15,500.0 


Actual 
Expenditure 
11,148.5 
12.012.9 
13,040.4 
13,604.6 
18,169.9 
15,348.8 
14,200.0 
12.230.0 
11,500.0 


Since 1983, difficulties in projecting income due to the world 
oil market have resulted in long delays in announcing the UAE 
federal Budgets. The 1984 budget was not approved until mid-July, 


seven months after it was due. 


At time of this writing, there 


are no indications that the 1985 budget will be released in the 


foreseeable future. 


Total allocations for 1984 were Dh. 
lower than 1983 level, 


17,229 billion, 6.3 percent 
reflecting the effects of continued 


cost-cutting. The only allocations untouched were those for 


defense and internal security. 


Salaries for public employees 


were down 10.6 percent; current expenditures down 11.6 percent; 


and the investment line down 24.2 percent. 


Allocation and 


spendings in 1985 will be slightly lower than those of 1984, but 


will be distributed in the same general way. 





Comparison of draft UAE Federal Budgets 
1983-1984 (Dh. Million) 


% Change 
1984 1983 1983/1984 


Expenditure 17,229 18,406 -6.3 
Defense 6,855 6,855 
Salaries 3,900 4,360 -10.6 
Current 2,476 2,800 -11.6 
Investment 1,250 1,650 -24.2 
Aid 800 800 


Rev enue 12,854 12,945 -0.7 
Abu Dhabi 9,500 9,500 
Dubai 2,550 3,000 -15.0 
Ministries 804 445 +81.0 


Deficit 4,375 5,461 19.7 


As in 1984, spending for the first quarter of 1985 ran at an 
annual rate of about DH. 13.0 billion. The spending rate 
traditionally increases in the latter part of the year, but much 
of the Federal deficit may again be on paper. The Ministry of 
Finance is still attempting to bring income and spending 
together. Income from fees on services provided by various 
ministries increased 81 percent between 1983 and 1984. This will 
increase again as new fees are instituted and old fees raised. 


It is unlikely, however, to account for more than 10 percent of 
total revenues. 


Quiet discussion of other sources of revenue for the Federal 
Government - including a wide range of sales and income taxes has 
continued since 1983. Many of these are difficult to implement. 
It may be a question of when, rather than if, taxation of 
foreigners and/or foreign firms becomes reality, but the fact 
this has not happened so far indicates the difficulties involved. 
The main focus will continue to be on slow rationalization of 
expenditures - salaries and overhead will continue to be cut 
while a Dh. 750 million subsidy on electricity continues as a 
prime, if politically sensitive, target for savings. 


The message of the federal budget is continuing lack of economic 
stimulation. 


Turning to the largest budget in the UAE, that of Abu Dhabi, 
total budget allocations for 1984 were 20.5 billion Dirhams 
including the 9.5 billion contribution to the Federal Budget. 
Development allocations were 5.25 billion Dh. as opposed to 7 
billion in 1983 allocations. As in the Federal Government, 





actual expenditure ran well below allocations. Hard information 
is not available on Abu Dhabi budget for 1985 but indications are 
that it will be much the same as 1983's, only slightly smaller. 
There has been little commitment so far on new projects. The 
most significant development of 1984 was Abu Dhabi Government's 
borrowing of 1.5 billion Dirhams to cover its budget deficit. 

The Department of Finance has what is, in effect, an overdraft 


account with NBAD and expects to continue to borrow in 1985 and 
1986. 


Although Dubai does not publish a budget, it has given much 
publicity to starting new projects. Several necessary municipal 
projects are being implemented and expansion work is continuing 
on the airport. Plans are underway for a new military airport 
near Jebel Ali. A $190 million sewerage expansion project was 
awarded to a Korean firm. Doxiades, of Greece, has also begun 
work on a Dubai city master plan, involving creek-side urban 
development. In addition, the dry dock facility has finally 
opened and more space is being leased at Jebel Ali Port where 
emphasis is being placed on development of an industrial free 
trade zone. However, as in Abu Dhabi, Dubai is not actively 
injecting large amounts of funds into the economy with new 
government expenditures. The lion's share of excess income 
accruing to Dubai's Government will continue to be invested in 
international assets pending increased Gulf stability and a 
renewal of confidence in future oil income. Due to its greater 
production cuts and higher level of spending, Abu Dhabi now has 
little new money to invest. 


Overall in the UAE, the bottom line is that a lack of pump 
priming by government expenditure has and will continue to cause 
sharp cuts in levels of business activity across the board. It 
must be borne in mind that the levels of 1978 to 1980 were, in 
fact, quite high. The UAE will continue to be a rich market. 


ME DIUM TERM OUTLOOK 


The contraction of the UAE economy, which was set in motion by 
instability in world oil markets, will continue in 1985/6. This 
is both structural and deliberate. After Federal spending 
increases of 99 percent and 32 percent in 1980 and 1981 
respectively, and increases in foreigners needed as workers, a 
feeling grew among many officials that growth was proceeding too 
quickly. However, the oil industry in this medium term will 
continue to progress. Exploration and development goes on with 
continuing activity in the north. Abu Dhabi will: (1) slow the 
speed of oil development in which there is already excess 
capacity, putting more stress on the maintenance side of the 
industry; (2) develop sources of non-associated gas; (3) produce, 
even if demand increases, a maximum of 1.1 - 1.2 million barrels 
per day of crude - a figure which could actually decrease as 
non-associated gas projects come on stream after 1985-86. These 
policies reflect the spreading conviction in Abu Dhabo that the 





wealth of Croesus will not last-forever, and that the government 
should extend the day of reckoning as far as possible while 
pursuing more paced development. 


In the northern emirates of Dubai, Sharjah and Ras al-Khaimah, 
concerns are different. They are pressing higher production, 
even in a softening market, and Sharjah and Ras al-Khaimah will 
push further development. 


Dubai has developed its new Margham field to produce 25,000 bpd 
of condensate and will continue production as usual at DPC. 

There are, however, few major infrastructure projects in sight in 
Dubai. The Emirate is husbanding its resources. Its probable 
goal is financial independence from interest on overseas 
investments before oil runs out. Similarly, significant revival 
of the reexport trade from Dubai will depend on a revival of Gulf 
trade, curtailed now by war and recession. Termination of 
current hostilities could be expected to result in a rebuilding 
binge from which Dubai, with its excellent port and transfer 
facilities, could profit handsomely. In an attempt to remain a 
regional business center, Dubai has carried out an aggressive 
advertising campaign in the international media. Special 
emphasis is being placed on development of the Jebel Ali Free 
Industrial Zone, where the Government of Dubai is offering a 
package of incentive to firms which establish operations in the 
Emirate. 


Sharjah has increased its capacity to produce condensate. Gas 
sales now provide additional income (and are an important factor 
in increased level of GDP) . The Emirate will produce at maximum 
capacity to feed needed development which will include projects 
designed to utilize, as far as possible, the large portion of its 
gas production which until now has been flared. vrossibilities 
are a brick factory, ammonia/urea factory, and sponge iron works. 
The Emirate continues to retire its debt. The first large 
project, an LPG export plant, is now under construction. It will 
come on stream in the fall of 1986. 


Prospects for Ras al-Khaimah are more hazy. Much of the money 
which Saleh field will generate can be expected to flow quickly 
to development projects, which have not reached the levels of 
other Emirates. Questions of reserve levels and field pressure, 
however, indicate development will only come slowly. 


The other Emirates, lacking local income, will continue to depend 
on Federal spending. A decision is still pending on an oil 
export pipeline to the Indian Ocean, which could generate 
construction and trade in Fujeirah, where the port is attempting 
to develop regional container feeder trade. Prospects for this 
pipeline project do not seem good at present. Umm al-Quwain and 
Ajman have no such prospects. 





Significant investment and business activity began very recently 
and a modern infrastructure for business, including a viable 
legal system, is still in the developmental stage. Change is 
further complicated by the fact that the Federation itself is 
still developing. UAE ministries have begun to take over some 
functions formerly performed by the separate emirate governments 
which still retain control over most local affairs including 
taxation, mineral resources and commerce and trade. Until 1979, 
there was little federal regulation of business activity. 
Regulation was conducted in an ad hoc manner by the rulers of 
each emirate. 


The system, however, has recently undergone dramatic change and 
development. Three trends are clearly visible: 


(1) A trend toward increasing regulation of business which is 
codified and at the federal, rather than emirate, level. 
Nevertheless, there is now a lack of codified law and published 
and indexed case law. Both in areas where law exists, and where 
it does not, there is some uncertainty about the way in which 
laws, regulations and policies will be administered. 

(2) Development of federal and emirate legal requirements 
concerning UAE national participation in business in the UAE. 

A growing, but not insurmountable, obstacle to foreign investment 
and business in the UAE is the requirement for a joint venture 


with a local partner owning at least 51 percent of most 
businesses, 


(3) The establishment of the Gulf Cooperation Council in May 
1981 made up of Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and 
the UAE may have marked the beginning of another important trend, 
It is still too early to gauge, however, the speed and degree at 
which the GCC integration will progress. It is clearly a force 
for uniformity and centralization in the UAE. However, after a 
Slight delay, the UAE implemented unitary GCC customs rates 


initially scheduled for September. Proposed regulations in other 
areas have moved slowly. 


The bottom line is a more mature economy, going more slowly than 
in the past, in Abu Dhabi and Dubai but pushed there and 


elsewhere by new oil/gas development and continuing high oil 
income. 


Overall, the nation will shift priorities, from infrastructure 
development to O&M services and human resources development, 
while slowly encouraging small-medium transition industry. The 
boom of the late 70's is not likely to return. Governments will 
seek to husband resources for the long-term, and to provide the 
fullest possible benefits to nationals. Population will continue 
to decrease, especially in Abu Dhabi, until at least late 1985. 
The present excess number of business competitors will decrease 
and the slower-growth economy will support the remainder with 
rates of return on investment closer to world levels. The UAE 





will remain a substantial but changing market for medium and 
long-term. 
SECTORAL REVIEW 
OILFIELD SERVICES AND SUPPLIES 


The bulk of American films working in the UAE are involved in 
oilfield supplies or services, and this sector will continue to 
offer good opportunities to U.S. firms. While major project and 
field developments have slowed during the past three years (ADCO 
rig count dropped from 30 to 18 between 1981 and 1984. The 
number is now down to 15 -- 9 exploration and 6 maintenance. 
Offshore drilling shows a similar decrease in activity.), the 
highly corrosive and harsh environment contributes to the rapid 
deterioration of equipment. Replacement, repair and maintenance 
of equipment offers the greatest market opportunities in the next 
several years. By one estimate, 50 percent of submersible pumps 
used in oilfield operations are replaced each year. Extensive 
refinery and petrochemical facilities at Ruwais, Umm al Nar and 
Habshan onshore and at Das Island and Dalma Island offshore all 
require maintenance services and replacement parts. 


Despite a slowdown in field development, comparedto the 
unprecedented period from 1970-80, a number of significant 
projects are underway or planned for the next few years. A crude 
pipeline from Habshan gathering center to the Emirate (and port 
city of the same name) of Fujeirah, outside of Straits of Hormuz, 
planned for 1984-86, is estimated to cost almost $800 million. 
The pipeline would initially carry up to 500,000 bpd of crude to 
offshore mooring buoys for export. This pipeline, 340 kilometers 
in length, has been approved by the ADNOC Board of Directors. If 
work moves ahead, it could be implemented and operating by the 
end of 1987. The project has been notable for delay and 
indecision and currently its chances do not seem good. 


The deep Permain Khuff formation is also to be developed in 1986. 
Located under much of the Arabian peninsula, the Khuff formation 
yields non-associated natural gas. Abu Dhabi plans are for 
development of Khuff fields offshore to supply large quantities 
of natural gas to the Das Island LNG facility, currently 
operating with associated gas from the Umm Shaif field. This 
project is expected to be awarded to either Fluor or Bechtel, the 
only firms to submit bids. Abu Dhabi is also steadily proceeding 
with plans for a Petroleum Coke Plant at Ruwais and for a 
hydrocracker facility at the Ruwais Refinery to be on stream in 
September. Capacity is 27,500 bpd. 


Petroleum development in the Northern Emirates has grown 
considerably during the past few years. Amoco has developed the 
Sajaa in Sharjah Emirate (where condensate production has reached 


60,000 bpd and gas is being produced at 550 million cubic feet 
per day). 





In Dubai, facilities for the new Margham Field developed by ARCO 
were inaugurated in mid-December 1984. Condensate production is 
set at 25,000 bpd. All gas is planned to be reinjected into the 
field. Other emirates (Fujeirah, Ajman and Umm Al Quwain) slowly 
continue exploration. In the most northern Emirate, Ras 
Al-Khaimah, Gulf Oil has developed condensate and gas offshore 
and is producing 13,000 bpd at present. Drilling of the first 
well in the new Rahma on-shore field has almost been completed. 
Results remain to be seen. LPG plants, fertilizer facilities, 
and possible other hydrocarbon projects are all under discussion 
and several facilities will be contracted for in 1985. Embassy 
estimates show annual oil equipment and services market at over 
$450 million for U.S. firms. 


MEDICAL EQUIPMENT AND SERVICES 


Medical equipment and supplies has been one of the few growth 
markets in an otherwise austere period of Federal spending. The 
1984 budget contained some $280 million in allocations for 
medical services. The 1985 Federal budget allocations in the 
Medical Center are estimated at the 1984 level. Apart from the 
Federal Government spending, the Executive Council of the Abu 
Dhabi Emirate has approved spending of over $60 million in 1985 
for the purchase of new hospital equipment and maintenance of 
existing ones. In addition, the Dubai Department of Health and 
Medical Services operates medical activities in Dubai Emirate, 
independent of the Ministry of Health, and will spend close to 
$100 million by mid-1986. Health care is provided free to UAE 
citizens, while foreign residents in the UAE began paying minimal 
fees for medical services through a health card system in early 
1985. This will provide the UAE Health authorities with income 
(est. $30 million), independent of the Federal budget and its 
constraints. The UAE now has more than 5,000 hospital beds in 27 
hospitals and 100 clinics. During the next 5 years, almost 1,000 
beds will be added to the public facilities. While most design, 
construction and equipping of UAE hospitals has been completed, 
services and supplies have become the best opportunities for U.S. 
firms in the medical supply/service business. There has also 
been a rapid growth in the number of private clinics being opened 
throughout the UAE. Most of these clinics are from 5 to 20 beds, 
and at least half a dozen dental clinics are now operating 
according to European standards. Competition from traditional 
suppliers in the UK has been stiff, and Far East suppliers have 
aggressively moved into the medical supply market since 1980. 
U.S. firms and products have a reputation for quality, but U.S. 
suppliers must also be price competitive, as most UAE government 
bodies (including the Ministry of Health) are required to award 
contracts to the lowest bidder, regardless of cost/quality 
comparisons favoring a higher bidder. 





COMPUTERS AND WORD PROCESSING EQUIPMENT 


This is the largest growth sector of UAE imports today. Demand 
has increased by almost 30 percent yearly. U.S. firms such as 
Wang, which opened offices in 1979, had almost 1,000 systems in 
operation in the UAE by 1985. Banks (there are 52 with some 280 
branches), financial institutions (dozens of investment and 
brokerage firms), and petroleum sector firms (another dozen large 
organizations are the largest customers for computers and word 
processing sales. U.S. firms have a strong position in the UAE 
market, represented mainly by Wang, IBM, Honeywell, DEC, CPT, 
Apple and many others. Government institutions have rapidly 
computerized their operations, from police vehicle fleet 
Operations to Planning Ministry Computer Centers, the Central 
Bank and the Abu Dhabi Investment Authority. Systems will 
continue to be expanded, upgraded and enhanced as new products 
and greater capacities are introduced to the market. U.S. 
products have the highest reputation in this sector and excellent 
potential exists for new business. 


ELECTRIC POWER GENERATION/TRANSMISSION 


WATER DESALINATION 


Electricity demand, in the UAE, has grown by 15-20 percent 
annually since 1970. Power generated throughout the country in 
1983/84 was over 1,400 MW. Projections made by a major U.S. 


firm show demand doubling by 1989, even in light of the economic 
downturn in the Emirates during the mid-1980's. Major facility 
expansions are required before 1988/9 to meet projected demand. 
The largest of these are the Taweelah power/water station in Abu 
Dhabi and the Jebel Ali Power and Water Station in Dubai. 
Execution of Phase One of Al-Taweelah power Desalination Plant, 
the biggest project in the UAE, is well under way. Simen, a 
French company, waS awarded a contract for three desalination 
units each of six million GPD capacity in mid-1985. General 
Electric won a $67 million contract to supply three gas turbines 
of 95 MW each. 


Downstream plans include up to 1,000 MW of power and 48 million 
GPD of water at Taweelah, but these subsequent phases have been 
delayed pending evaluation of power demands after Phase I is 
completed. At Jebel Ali in Dubai, plans call for a doubling of 
present facilities, with installation of a combined cycle power 
plant and desalination facility which will generate at least 300 
MW (and perhaps as much as 50 MW) of electricity. December 1987 
is set as a deadline for completion of this project. Remote and 
rural generation also offer opportunities for U.S. suppliers of 
smaller turbine and generating units. A significant portion of 
UAE rural areas are still to be electrified, as development of a 
national power grid continues to be delayed. Demand for power 
generation on offshore drilling rigs and production platforms 
will continue at least at present levels throughout 1986. As 





with most UAE Government organizations, the Ministry of 
Electricity and Water is extremely price-conscious, posing the 
greatest obstacle to U.S. firms who offer highest quality (but 
more expensive) products such as cables and transmission lines, 
substations and related items. 


AUTOMOTIVE PARTS AND ACCESSORIES 


UAE imports of auto and transport parts and spares exceeded $120 
million in 1984. A number of factors will combine to ensure 
continuation of this growth trend, at least through 1986. [Iran 
has continued to be a good reexport market for transport vehicles 
and spare parts (principally through Dubai and Sharjah Emirates). 
austerity budgets in the UAE and all neighboring oil-producing 
countries has forced many government ministries and private firms 
to defer purchase of new vehicles, seeking instead to prolong 
vehicle life through better maintenance and service, thus 
increasing demand for spares and equipment. Municipal bus fleets 
and military vehicles also contribute to growing demand, as both 
sectors have experienced major expansions during the early 
1980's. With oil revenues showing no sign of increasing in the 
near future, UAE planners and government officials will continue 
to emphasize greater utility and vehicle life, thus depressing 
new vehicle sales but boosting markets for parts and equipment 
accessories. The UAE transport industry expects an increase in 


business for cargos, destined for the Northern Gulf war zone, 
which are increasingly being dumped in UAE ports and transported 
up to the Iraq and Kuwait markets or by small wooden boats 
(called Dhows) across the Gulf to Iran. 
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